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PREFACE 


As automobile traffic intensifies and accelerates accidental loss 
of life and property mount at an alarming rate. While apparently 
there is no magic remedy for the shccking carnage and destruction 
of property that are occurring on our streets and highways, what- 
ever is calculated to include greater driver responsibility merits 
meticulous examination and careful consideration. Therefore, a 
careful reading of Professor Leslie Rasner’s study on Compulsory 
“Automobile Liability Insurance is strongly recommended. The 
experience of other states with this type of insurance as here 
yo delineated should prove instructive to Texans in their quest for 


a solution to their own similar problem. 


ALDON S. LANG, Dean 
School of Business 
Baylor University 
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COMPULSORY AUTOMOBILE LIABILITY INSURANCE 


/ntroduction 


In 1957 one out of every four licensed drivers in the United 
States probably will have a motor vehicle accident resulting in 
death, injury, or property damage, As a result of automobile 
accidents in 1955, one person was killed every thirteen minutes, 
This amounted to a total of 38,300 deaths, During this same period, 
the rate of injuries from automobile accidents was one every 
twenty-three seconds—an annual total of 1,350,000, Statistics 
show that there were 9,900,000 accidents involving 17,000,000 
drivers at a cost of $4,500,000,000 for the year 1955.! 

Only sixteen states have a higher death rate in terms of 
miles traveled than Texas, which has a record of 6.4 deaths 
per 100,000 vehicle miles. Texas has the poorest record in 
automobile accident deaths per population — 29.7 deaths per 
100,000 population, or 2,547 traffic deaths during 1955. This is 
not an enviable record.? 

The above facts and figures are the primary reason why the 
American people are so disturbed and confused as to what 
is best for them to do about the menacing problem of automobile 
deaths and injuries on our highways. The American people 
should be concerned about measures to avoid or prevent these 
accidents. The problem is to reduce automobile accidents, but 
there is an important collateral problem of compensation for the 
accident victim. The public is entitled to protection against finan- 
cially irresponsible drivers. The solution to this problem is of 
vital importance to the public welfare. 

Since the beginning of the horseless carriage days, more Ameri- 
cans have been killed in automobile accidents than have been 
killed in our wars. This fact assumes additional social impli- 
cations when it is realized that a large proportion of the drivers 
at fault are uninsured and not financially responsible. It can readily 
he seen that this problem of compensating the innocent victims of 
automobile accidents is not new, but is a serious situation which is 
getting worse daily. 


oo Facts, 1956 Edition, (Chicago: National Safety Council, 1956), 
p. 43. 
2Tbid., p. 49. 
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Many meetings have been held, ideas have been presented, 
and laws have been passed designed to remedy the situation; but no 
solution has been found to this growing problem. 


The public seeks protection and help against the financially 
irresponsible driver. Many states are considering legislation to 
alleviate this situation. Meanwhile, the insurance industry is 
confronted with the problem of giving protection and keeping 
down the loss ratio in order to keep premiums at reasonable 
amounts, The following discussion reviews what is being done 
in the United States, and particularly in Texas, to compensate 
the innocent accident victims and presents the advantages and 
disadvantages of those measures, 


DEFINITION OF COMPULSORY AUTOMOBILE 
LIABILITY INSURANCKH 


Compulsory automobile Hability insurance is insurance required 

hy law, designed to compel all ear owners or drivers to be finane 
clally responsible for the consequences of accidents they might 
cause,’ ‘This type of insurance requires motorists to show, in the 
event they are involved in an accident, that they have compulsory 
ability insuranee whieh can be used to satisfy any judgment 
against them, Compulsory Automobile Liability Insurance is in 
effect in two states at present, It requires that a driver appre- 
hended for a traffic violation must be alle to prove financial 
responsibility or he will be required to pay a penalty, even though 
no accident occurred, In addition to insurance there are, how- 
ever, other ways in which a person operating an automobile could 
show that he is financially responsible; for instance, by seeurity 
bond, by deposit, or by self-insurance in the amounts required hy 
the particular state, 

Compulsory automobile liability insurance should not be con- 
fused with the financial responsibility laws which are in effect 
in all of the 48 states, the District of Columbia, Hawaii, and all 
of the provinces of Canada, The purpose of financial responsibility 
insurance laws is to keep the financially irresponsible driver off 
the highways. Some of the state laws provide that anyone who 
is involved in an automobile accident causing bodily injury or 


3 Bill Chambless, “What’s All the Fuss About?”, Minutes: Magazine of 
Nationwide Insurance, (October, 1956), p. 18. 
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property damage will have his driver’s license and automobile 
registration suspended, unless he can pay the judgment which may 
result from the accident. A driver can meet the requirements of 
the various states if he has insurance with bodily injury and 
property damage minimums. 

It should be pointed out, however, that under financial re- 
sponsibility laws, proof of financial responsibility is not required 
of the operator of a motor vehicle, There is no penalty attached 
if a motorist is apprehended for a traffic violation which does not 
result in an accident. In other words, compulsory automobile 
liability insurance laws require one to be able to prove financial 
responsibility at any time, while financial responsibility laws require 
one to prove reaponsibility only if he has an accident, 


STATES WHICH HAVE COMPULSORY AUTOMOBILE 
LIABILITY INSURANCH LAWS 


Massachusetts 


At present two states, Massachusetts and New York, have 
taken the lead in providing for compulsory insurance for thelr 
drivers, The state of Massachusetts has had a compulsory finan: 
clal responsibility law in effeet since January 1, 1927, The purs 
pose of the law is to compel motorists to maintain certain finan- 
cial standards if they wish to operate their vehicles in the state, 


The Massachusetts Law provides that all owners of motor 
vehicles registered in the state and all ownera of motor vehicles 
operated in the state for more than thirty days in any year are 
subject to the law, The bodily injury limit is $5,000 for each 
accident per person or $10,000 maximum per accident, If a 
person operates his motor vehicle in the state of Massachusetts 
without automobile liability insurance or other proof of financial 
security which meets the requirements of the law, the person is 
subject to a fine of $100 to $500 or imprisonment for one year, 
These are the basic provisions of the law, 

There are several arguments in favor of the law. One is that 
the motorist has greater peace of mind in knowing that the 
operator of a motor vehicle who may be at fault in an accident 
will have at least $10,000 to pay his victim. Another argument 
is that the low insurance rates which are brought about by a 
compulsory liability law make insurance more attractive to the 
insured. On the other hand, some states, such as North Dakota, 
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North Carolina, and Colorado, have stated their disapproval of 
the law of Massachusetts. Also, many public officials have ex- 
pressed their disapproval of the law. There was much organized 
opposition to the introduction of compulsory insurance by the 
New York Chamber of Commerce, the New York Board of 
Trade, the New York State Bar Association, the New York 
Insurance Agents Association, and the American Automobile 
Association. As can readily be seen from this dissatisfaction with 
and criticism of the compulsory insurance law for motorists, 
it is neither a panacea nor a definite solution to the problem of 
the financially irresponsible driver. 

The opponents of the compulsory automobile liability insurance 
law contend that in Massachusetts the rates are set by the insurance 
commissioner, Many authorities, especially those in the private 
insurance industry, maintain that this regulation has brought 
very serious repercussions, The insurance industry believes that 
heeause of political interference the rates are definitely below 
those reasonably necessary to protect the motorists by competent 
insurance companies. Many companies continue to write auto- 
mobile insurance in the state of Massachusetts without profit or 
at a loss because failure to provide an adequate insurance market 
could lead to state intervention, which is considered wholly wn- 
desirable, The American Mutual Alliance Automobile Committee 
states that compulsory automobile insurance is bad for the public 
and bad for the industry, It is certainly not a cure-all, nor does 
it reduce accidents,* 

The opponents also contend that compulsory insurance does 
not prevent accidents, In spite of the law, fatal accidents in the 
state of Massachusetts steadily increased for ten years followin 
the passage of the compulsory law. [urthermore, compulsory 
insurance spawns claims for damages because of the American 
public’s attitude of “let the insurance company pay.’’ Courts 
are overcrowded with damage actions. Five months before the 
Massachusetts law took effect, there were 3,204 negligence cases 
in the Superior Court; five months after the law came into effect 
there were 7,297.5 


New York 
As early as 1929 the state of New York enacted a safety- 
responsibility law which provided for suspension of the driving 


4American Mutual Alliance, Bulletin No. 514, (August 2, 1956). 
5Alfred M. Best, “Compulsory Automobile Insurance,” Best’s Weekly 
News Digest, (February 22, 1954). 
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privileges of motorists who failed to satisfy judgments taken 
against them for injuries and damages resulting from their 
driving. In 1952 an analysis of the records showed that about 
96 percent of all motorists reporting accidents submitted evidence 
of insurance coverage.® Still the state of New York wanted to close 
the gap on the uninsured motorists. It was for that reason that 
the “Motor Vehicle Financial Security Act” was passed, effective 
October 1, 1956. This law provides that a motorist applying for 
1957 registration must give proof of financial responsibility by 
insurance coverage, security bond, or a cash deposit in minimum 
amounts of $10,000/$20,000 liability and $5,000 property damage. 
It provides further that any owner of a vehicle registered in the 
state who shall operate the vehicle, or permit any other person to 
operate the automobile, without having complied with the law 
by showing that he is financially responsible, shall be guilty of a 
misdemeanor punishable by a fine of not less than $100, nor 
more than $1,000, imprisonment for not more than one year, or 
hoth.’? The proponents of the New York law intended to draft 
a law which would avoid the major weaknesses of the Massa- 
chusetts law, It will be interesting to watch the future of this 
law to see if it has the same weaknesses or is subject to the 
same criticism as the law of Massachusetts, 


Comparison of Laws of New York and Massachusetts 


In comparing the compulsory automobile insurance law of 
New York with that of Massachusetts, we find that in New York 
the law applies to all owners of motor vehicles registered in the 
state, and to all owners and operators of motor vehicles used in 
the state, resident or non-resident. The Massachusetts law states 
that the law will apply to all residents and only to non-resident 
owners of motor vehicles who are in the state for more than 
thirty days. New York requires bodily injury and property 
damage limits of $10,000/$20,000 and $5,000, whereas Massa- 
chusetts requires only $5,000 for each person and $10,000 for 
injury to more than one person. In New York proof of insurance 
in the form of a certificate of insurance of applicant is required. 
In Massachusetts this proof is provided by a certificate of insur- 


6Ross D. Netherton and Fredrick N. Nabhan, “The New York Motor 
Vehicle Financial Security Act of 1956.” American University Intramural 
Law Review, V, May, 1956, p. 38. 

7Ibid., pp. 52-53. 
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ance issued annually by the State Insurance Commissioner. The 
notice of cancellation or termination of insurance which New 
York requires is that the insurer must give ten days advance 
notice to the insured of cancellation or failure to renew. This 
notice must be filed by the insurer with the Commissioner of 
Motor Vehicles within thirty days from the effective date of 
cancellation. In Massachusetts the insurance companies must give 
twenty days notice of cancellation with the reason for the cancel- 
lation to the insured and to the Registrar of Motor Vehicles. The 
penalties established by New York are that the violators are 
subject to revocation of driving privileges and are punishable 
for a misdemeanor by a fine of from $100 to $1,000 and/or im- 
prisonment for one year. The Massachusetts law subjects the 
violator to a fine of from $100 to $500 or imprisonment for one 
year. Premium rates are established by insurance companies 
individually or through regular rate-making bureaus in New 
York ; whereas, in Massachusetts the premium rates are established 
by the Insurance Commissioner.’ It can be noted that although 
compulsory, the New York law is in many respects different 
from the Massachusetts law. The New York law will be observed 
hy other states to determine its effectiveness in achieving the 
results hoped for by its proponents, 


PURPOSE AND OBJECTIVES OF LIABILITY LAWS 


Although there is widespread misconception that compulsory 
automohile liability insurance brings monetary relief with respect 
to all persons killed or injured in automobile accidents, this 
is not the case, The main purpose is to make drivers financially 
responsible for their negligent or careless operation of a motor 
vehicle, 


Situations Wherein Liability Insurance Not Applicable 

Not all persons who are killed or injured in an automobile acei- 
dent would be compensated under state required compulsory 
insurance, For instance: 
(1) When the individual causes his own injury, the law would not 
apply. This category accounts for a large percentage of all 
traffic accidents, 


8Jbid., p, 55, 
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(2) When a person causes injury to his own family, the family 
would not have the right to sue. 

(3) An accident occurring through contributory negligence of an- 


other person would attach no legal liability, thus voiding the 
right to recover from the insurance company. 


(4+) Many accidents and deaths are caused by hit and run drivers 
who are never apprehended. 
(5) Many injuries are caused by the drivers of stolen cars.’ 


Arguments For and Against Compulsory Automobile Liability 
Insurance 

Probably as many as 25 per cent of all automobile accidents 
would come under the five situations in which compulsory auto- 
mobile liability insurance would not apply. Furthermore, there 
is no guarantee that all motorists will actually carry paid-up 
insurance. For instance, a policy which is bought on the in- 
stallment plan may be cancelled for failure to pay the premiums. 
It is estimated that, even in Massachusetts, the state which has 
compulsory insurance, from 6,000 to 15,000 motorists operate cars 
without insurance. Also, one state cannot pass a law which is 
hinding on other states’ residents; thus allowing for another loop- 
hole in the law. Compulsory insurance laws cannot protect resi- 
dents of a state against losses caused during travel in another 
state. In states with compulsory insurance laws the tendency 
is for the insureds to carry only the minimum required; whereas, 
in states without compulsory insurance laws, insureds tend to 
carry more insurance, 

An interesting and informative article which appeared in Busi yess 
Week indicates the public's reaction against and for compulsory 
automobile insurance, 


AGAINST 
Massachusetts’ experience shows Compulsory insurance need not 
that, when a state makes auto beeome a political football, The 
insurance compulsory, ita inaur- experience of Massachusetts 
ance department is under great would be an instructive example 
pressure to keep rates down, Poli- of what to avoid, Rates can he 
ticians make promises, So insur- kept out of polities, The New 
ance companies get aqueezed, Al- York Insurance Department, for 
so, there's a steady policy erosion; instaner, already reviews rates 
drivers are required to insure filed by the private companies, The 
fewer and fewer risks so costs can fact that it would have 100 per 
be held down, cent instead af some 90 per cent 
of insured drivers carrying auto 
insurance need not force it into 
politics, 


9American Mutual Alliance, of. cit, 
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AGAINST 


Compulsory insurance might elimi- 
nate competition between private 
companies by forcing the rates 
charged by all companies down 
to the lowest level charged by 
any company in the field. 


Compulsory insurance might lead 
to a state insurance fund (as it 
has in some states in the field of 
workmen’s compensation). And it 
might lead to monopolistic state 
fund, driving private companies 
out of the business entirely. 


Compulsory insurance, based on 
Massachusett's’ experience, will 
lead to increased claim-conscious- 
ness. Everybody will know that 
everybody else is insured. That 
would boost claimed losses. 


In states that have safety re- 
sponsibility laws, a large percent- 
age of cars are already insured. 
So why force a relatively small 
group to insure? 


Industry figures show thar the 
average Massachusetts car owner 
actually carries less protection 
than do drivers in states that 
have safety responsibility laws. 


A compulsory law could not’ pro- 
vide coverage for injuries in about 
25 per cent of all accidents. It 
can’t protect you or your familiy 
against injuries you cause your- 
self or (in many states) where 
you are partly at fault. It can’t 
protect you against’ accidents 
caused by uninsured out-of-state 
cars or by hit-and-run drivers. 


FOR 


The public does not choose be- 
tween policies offered by differ- 
ent private companies on the basis 
of price alone. If it did, the com- 
panies now charging the lower 
rates would have all the business. 


Admittedly, compulsory insurance 
might stimulate public demand 
for a state fund. But state-fund 
proposals have already been voted 
down 15 times in Massachusetts. 
So they probably wouldn’t be a 
danger elsewhere. 


Where nearly everybody is al- 
ready insured, as in New York, 
extension of insurance to all 
drivers need not Icad in- 
creased claim-consciousness. At 
any rate, all just claims should 
be paid. 


The public deserves and could 
command complete protection. 


Some supporters of compulsory 
insurance claim that insurance 
companies and their agents don’t 
sell auto insurance as aggressive- 
ly in Massachusetts as in other 
states. And they also question the 
accuracy of the industry figures. 


Neither can a_ safety responsi- 
bility law, so the objection is 
beside the point. As far as out-of- 
state drivers are concerned, the 
situation can be improved by re- 
ciprocal arrangements between 
states, just as it can be done with 
a safety responsibility law. For 
example, why not a _ reciprocity 
agreement such as now exists 
where license plates are  con- 
cerned.10 


10“States Still Have an Eye on Compulsion,” Business Week, (February 
16, 1952), p. 162, (Permission granted). 
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TEXAS SAFETY RESPONSIBILITY LAW 


The Texas Safety Responsibility Law became effective Jan- 
uary, 1952, and is administered by the Department of Public 
Safety.!!_ This act was passed to encourage safer use of motor 
vehicles on streets and highways of Texas and to deny the 
privilege of driving to financially irresponsible persons by re- 
quiring security of owners and operators of motor vehicles fol- 
lowing accidents and by providing for proof of financial respon- 
sibility for the future. The act further provides that upon the 
occurrence of an accident in which a person is killed or injured, 
or in which property damage to one person is in excess of $100, 
that the Department shall determine the amount of security which 
would be necessary to satisfy judgment. However, if the Depart- 
ment has on file evidence of release, agreement, or adjudication 
of non-liability, security is not necessary. When security is estab- 
lished by the Department, it must be deposited within sixty days 
or the operator’s license and all registrations of each owner of 
the motor vehicle involved will be suspended. 


Contents of Law 


The Texas Safety Responsibility Law, which is administered 
by the Department of Public Safety under Article II, Sec. 2, 
may require hearings at the request of the aggrieved party under 
the following provision : 


“Any order or act of the Department, under the provisions 
of this Act, may be subject to review within 10 days after 
notice thereof, by appeal to the County Court at Law at the 
instance of any party in interest and in, the county wherein 
the person aggrieved by such order or act resides, or ‘f there 
be no County Court at Law therein, then in the County Court 
of said county, or if there be no County Court having juris- 
diction, then such jurisdiction shall be in the District Court 
of said county, and such court is hereby vested with jurisdic- 
tion, and such appeal shall be by trial de novo. The court shall 
determine whether the filing of the appeal shall operate as a 
stay of any such order or decision of the Department. The 
court may, in disposing of the issue before it, modify, affirm 
or reverse the order of decision of the Department in whole 
or in part.!? 

Section 4 states that the operator of every motor vehicle must 


file a report with the Department of Public Safety within ten 


11V’ernon’s Texas Statutes, 1952 Supplement, (1952), Art. 6701h, p. 745. 
12Jbid., Sec. 2, p. 746. 
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days after an accident in which any person is killed or injured 
or property damage to any person is above $100. The report 
or application for the report may be obtained from any Police 
Department, Sheriff’s Office, or Highway Patrol Office upon re- 
quest. The form is designated as SR 21. Failure to file such a 
form is a misdemeanor and is punishable by fine. 


Section 7 provides that the license and registration and non- 
resident’s operating privilege shall remain suspended and not re- 
newed until (1) proper deposit is made. (2) one year has elapsed 
after the accident and no action has been filed to collect damages, 
(3) a release from liability has been given, (4) final adjudication 
of non-liability, or (5) written agreement is signed between the 
parties. In accordance with Section 10, the Department will re- 
turn the security deposited if it has reasonable evidence that 
there is no action pending and no judgment rendering such action 
left unpaid. 


Section 15 contains the requirements with which the person 
against whom a judgment is returned must comply before his 
operator’s license and registration may be restored. If such 
person has made a $5,000 payment on the death or injury of 
any one person, if he has credited the sum of $10,000 upon any 
judgment rendered in excess of that amount because of bodily 
injury or death of two or more persons as a result of accident, 
or if he has credited $5,000 as a result of injury to or destruction 
of property, he has complied with the law and may have his li- 
cense and registrations restored. 


The sections and provisions just mentioned not only are the 
pertinent points of the law but also are the highlights and the 
phases which most frequently are of interest and importance to 
the public. The act is a legal document; therefore, for a more 
detailed explanation as to the specific points of the law, an at- 
torney should be consulted to see whether the law may be ap- 
plicable in a particular case. 


Methods of Complying with Law 


It is certainly of paramount importance to the operator of a 
motor vehicle upon the highways in the state of Texas to know 
how he can comply with a law which is designed to protect him 
and the public. It should first be realized that the Texas Safety 
Responsibility Law is not compulsory and no one is guilty of 
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an offense by failing to comply with it. The important thing to 
know and realize is that a person who is involved in an accident 
which causes death, injury, or property damage to another will 
be subject to the penalties of the law unless he has complied, or 
can comply, with the provisions of this law. One might say that 
the law is not applicable unless a motorist is actually involved in 
an accident. 


The following are the ways in which an operator or owner of 
a motor vehicle can comply with the law in Texas: 


(1) 


(2) 


(3) 


By having in effect at the time of the accident a motor 

vehicle liability policy with respect to the motor vehicle 

involved in such an accident. 

Example: A person needs $5,000 for each person injured 
in accident, $10,000 for all injuries and deaths, 
or property damage in amount of $5,000. 


If such operator had a motor vehicle liability policy in the 
amounts of $5,000/$10,000 bodily injury and $5,000 prop- 
erty damage in effect at the time of the accident with re- 
spect to his operation of motor vehicles not owned by him, 
then such operator is protected. 


If, in the judgment of the Department of Public Safety, a 
person is covered by any liability policy, the provi- 
sions of the act are satisfied. 


(4) A self-insurer can also comply with the law. 


(5) If the operator or owner has “bond” properly posted, the 


law will be met. 


Section 24 with reference to bond as proof of liability reads 
as follows: Proof of financial responsibility may be furn- 
ished by filing a bond with the Department, accompanied 
by the statutory recording fee of the County Clerk to cover 
the cost of recordation of the notice provided for herein, 
and with at least two (2) individual sureties each owning 
real estate within this State, not exempt under the Con- 
situation or laws of the state of Texas, and together having 


equities equal in value to at least twice the amount of 
such bond. . . 


(6) Money or securities may be used as proof of financial re- 


sponsibility. 
Section 25 reads as follows: Proof of financial responsi- 
bility may be evidenced by the certificate of the State 


13[bid., Sec. 24, p. 755. 


E 
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Treasurer that the person named therein has deposited 
with him Fifteen Thousand Dollars ($15,000) in cash or 
securities such as may legally be purchased by savings 
banks or for trust funds of a market value of Fifteen 
Thousand Dollars ($15,000). The State Treasurer shall 
not accept any such deposit and issue a certificate there- 
fore and the Department shall not accept such certificate 
unless accompanied by evidence that there are no un- 
satisfied judgments of any character against the depositor 
in the county where the depositor resides.'4 
Any of the six ways mentioned are considered adequate to 
comply with the law, and, in effect, will not subject the owner or 
operator of a motor vehicle to the penalties of the law in the 
event that he is involved in an automobile accident. It can he 
seen readily that insurance is not the only way to comply with 
the safety responsibility act, but it does appear to be the most 
desirable method. 


Situations Wherein Law Not Applicable 


Distinction should be made here among the ways to comply 
with the requirements of the law, and the cases in which the 
law is ineffective or the penalties cannot be imposed upon a 
driver even though he has not complied with the law. 

The requirements as to security and suspension of the operator’s 
license do not apply to the owner or operator of a motor vehicle 
involved in an accident wherein no injury or damage was caused 
to the person or property of any one other than the operator or 
the owner.!5 The most typical example of this situation would 
be that of a person in collision with an object other than another 
vehicle, such as a bridge, a pole, or any other object. Generally 
no liability is incurred in this situation as the operator or owner 
of the automobile is usually guilty of carelessness or negligence. 

The requirements as to security and suspension do not apply 
to the operator or owner of a motor vehicle legally parked at 
the time of an accident.!© This situation would not come within 
the meaning and purpose of the law, as the owner or operator of a 
legally parked automobile could not conceivably be liable to any- 
one. This would eliminate any legal liability or contributory 
negligence as the person is not at fault even though he may not 


14]bid., Sec. 25, p. 756. 
15]bid., Sec. 6, p. 748. 
16] bid. 
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have complied with safety responsibility laws. For example, if 
the operator and owner was sitting in his automobile in a place 
where he had a legal right to park and some other automobile 
which is operated carelessly or negligently collides with his auto- 
mobile, no liability is charged because the owner of the parked 
car is not at fault. 

The security and suspension requirements do not apply to the 
owner of a motor vehicle if such vehicle was operated by someone 
without permission, express or implied, or if it was parked by a 
person who had no permission to operate such motor vehicle. A 
very practical example would be a case of theft or other unauthor- 
ized use of an automobile. These are cases which arise very fre- 
quently, and the law would not forfeit the driver’s license of the 
owner and take up his registrations merely because of this un- 
authorized use of his automobile or because he is the owner of 
the automobile which is involved in the accident.” 

Further, the provisions of the law will not be applied if a 
person has filed a release which is satisfactory to the Department 
of Public Safety, if he has been finally adjudicated not to be 
liable, or if he has executed a duly acknowledged written 
agreement providing for the payment of an agreed amount in in- 
stallments with respect to all claims for injuries or damages 
arising as a result of the accident.!® 

It can be seen from analyzing the four mentioned situations 
why the law requiring financial responsibility does not apply. The 
law was set up primarily to compel payment in cases where a 
person who operates an automobile is found legally liable to 
another and is unable to meet the result of a judgment against 


him. The law serves as a preventive measure rather than a penal 
measure.!9 


Penalties for Failure to Comply with Law 


We have seen the six ways in which a person may comply with 
the Texas Safety Responsibility Law and also the instances in 
which the law does not apply even though there has been an 
accident which would normally fall within the confines of the law. 
Now assume that a person does fall within the limits of the law 
and has not complied with the law by resorting to one of the 
six possible ways. What recourse and procedure is followed by 

bid. 
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20 BAYLOR BUSINESS STUDIES 


the administrator of the law, the Department of Public Safety ? 
Within sixty days after receipt of Form SR 21, the Department 
will notify the person of his recourses which are to deposit cash 
or bond or have in effect an insurance policy in the amount of 
$5,000/$10,000 bodily injury and $5,000 property damage. If the 
operator of the automobile involved in the accideat is unable to 
comply with one of the above, the Department will send notice of 
its intent to suspend operator’s license and registrations ten 
(10) days before the suspension goes into effect. The person 
against whom the suspension is intended can apply through his 
attorney, to a County Court at Law, to obtain an injunction to 
prevent the Department from suspending his license until a hearing 
can be held. The operator of the other automobile can get the 
District Attorney to contest the appeal of such person and should 
insist that the Department was acting within its rights. Therefore, 
the Department can overrule the appeal and have the injunction 
set aside, suspending the license and registrations of the party 
in question. Too frequently the District Attorney’s office is not 
asked to contest an appeal, and the District Attorney will not ma‘<e 
such contest on his own initiative. Assuming that the injunction 
is set aside and that the license and registrations are suspended, 
the suspension will remain in effect until (1) security is deposited, 
(2) one year shall have elapsed without any action being brought 
against the offender to collect damages or cost of the accident, or 
(3) a release, an agreement, or an adjudication of non-liability 
is granted. 


A person who cannot and does not meet the requirements of the 
law will be subject to Article V, Section 31, which reads as 
follows : 


Any person whose license or registration shall have been 
suspended as herein provided, or whose policy of insurance 
or bond, when required under this Act, shall have been 
canceled or terminated, or who shall neglect to furnish 
other proof upon request of the Department shall immedi- 
ately return his license and registration to the Department. 
If any person shall fail to return to the Department the 
license or registration as provided herein, the Department 
shall forthwith direct any peace officer to secure possession 
thereof and to return the same to the Department.?° 


The question very frequently arises concerning the suspension 


20] bid., Sec. 31, p. 758. 
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of the owner’s registration. Many times the owner will merely 
transfer the car to another person and let the other person register 
the car in his name so that the former owner would be able to 
continue to operate the car. For example, the owner might transfer 
the car to husband, wife, some other member of the family, or a 
friend. The law states that the registration shall not be transferred 
nor registered in any other name unless the Department of Public 
Safety is satisfied that the transfer is in good faith and not in- 
tended to defeat or circumvent the law.?! 

If a person fails to report an accident within ten days after an 
accident occurred, he will be fined $25, and if there is injury or 
damage to the person or property of another, then the offender’s 
driver’s license will be suspended.?2 

A person whose license or registration has been suspended, but 
who drives his automobile or knowingly permits any other person 
to drive his automobile will be fined not more than $500, or im- 
prisoned for a period not to exceed six (6) months, or both.?3 

Any person who willfully fails to return license or registration 
shall be fined not more than $500, imprisoned not to exceed 
thirty (30) days, or both.?4 

Any person who knowingly gives false information in a report 
or has reason to believe that it is false as to financial responsibility 
shall be fined not more than $1,000, imprisoned for not more than 
one (1) year, or both.?5 


SUMMARY 


The automobile accident compensation problem is one that is 
growing in intensity and seriousness. Practically every state real- 
izes the importance of doing something constructive to combat 
the situation. The first legislation on the problem was passed in 
1926 by the state of Massachusetts. Since then the problem has 
~ been the subject of serious controversy and legislation until today 
every state has some type of financial responsibility law with 
varying degrees of compulsion and penalties. 

The states of Massachusetts and New York have done more 
than any other states in attempting to solve this alarming auto- 
mobile accident problem. The Massachusetts law has been in 

21 
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effect since 1927 and has been subject to much comment and 
criticism. For instance, the opponents of compulsory automo- 
bile liability insurance believe that it is doing nothing to reduce 
accidents, and it may lead to state interference in the insurance 
business and hence to the reduction of the private sector of our 
economy. 

The state of New York has its own compulsory Motor Ve- 
hicle Financial Security Act which became effective October 1, 
1956. The proponents of the law desire that the New York law 
not be subject to the same weaknesses and inadequacies as the 
Massachusetts law. A comparison of the laws will show the ways 
in which the New York law differs from the Massachusetts law. 
It is hoped that the improvements in the New York law will 
make this law stronger and more helpful for the motorists. 

There are many accidents occurring daily in which compulsory 
automobile insurance would be of no benefit. For instance, the 
law is inapplicable in cases involving a person causing injury to 
himself or members of his family, absence of legal liability, hit- 
and-run drivers, or injuries caused by drivers of stolen automo- 
biles. 

In 1952 Texas adopted a Safety Responsibility Law which 
was intended by the Legislature to reduce financial irresponsibility 
of motorists, to encourage safer use of motor vehicles on the streets 
and highways, and to deny the privilege of driving to reckless 
drivers by requiring security of these owners and operators of 
motor vehicles following accidents. 

The Texas law may be complied with by having a_ liability 
policy of insurance in the amounts of $5,000/$10,000 bodily injury 
and $5,000 property damage, by making a cash deposit, by be- 
ing self insured, or by having a bond to cover liability. 

The law will not apply to the operator of a motor vehicle who 
is involved in an accident (1) whenever no injury or damage 
is caused other than to the operator; (2) whenever the operator 
or the owner of the vehicle is legally parked; (3) whenever the 
vehicle is operated without the permission of the owner; or (4) 
whenever the operator has been released from liability, has entered 
into settlement, or has been adjudicated not to be liable. 


In the event that a person has an accident and has not com- 
plied, or cannot comply, with the provisions of the law, the De- 
partment of Public Safety will request his driver’s license and 
registration of his motor vehicle. Also, there are penalties for 
failing to notify the Department of Public Safety of an accident 
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involving injury or property damage in excess of $100, for fraudu- 
lently and knowingly misstating information on the information 
report, and for failure to surrender license. A penalty of not 
more than $500 or imprisonment not exceeding six (6) months 
will be assessed against a person who continues to operate an 
automobile after his operator’s license has been suspended. 

Confronted with one of the most serious problems of the motor 
age, Texas seems to be watching the compulsory law of New 
York to see how effectively it copes with the problems and meets 
the needs of the motorists. The laws in Massachusetts and New 
York were passed to remedy the weaknesses of safety responsi- 
bility laws. Such laws undoubtedly will increase the number of in- 
sured motorists, but at the same time there will still be a small 
“gap” which needs to be closed between the insured and the unin- 
sured motorists. 

It will be interesting to observe the future of the New York 
law and watch the reaction of other states. 


RECOMMENDATIONS 


It is little comfort to the general public to have its attention 
directed toward the present-day automobile problem confronting 
it without a suggestion as to a possible remedy. 

In this brief study these topics have been discussed: (1) the 
automobile situation on a national basis, (2) what the various 
states have done to date, (3) what is contemplated for the fu- 
ture. The trend is definitely to have a law passed by most states 
to protect its citizens against the financially irresponsible auto- 
mobile operator, 

This problem of protecting the public against the financially 
irresponsibile driver can be achieved by passing a compulsory 
automobile liability insurance law. The law must be properly 
administered and enforced by the law officers and the courts. 
No legal technicalities can be permitted which will allow the 
offender to avoid the full force and impact of the law. The New 
York law, if property enforced, should be the answer to one phase 
of the automobile problem today. A properly drafted and en- 
forced law will be invaluable for each state. 
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